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INTRODUCTION 



Among the provisions of the Master Plan for 
Higher Education approved by the Regents of the 
University of California and the State Board of Edu- 
cation was the statement that : 

The two governing boards reaffirm the long es- 
tablished principle that state colleges and the 
University of California shall be tuition free to 
all residents of the state. 1 

In the five years since this statement’s approval, the 
concept of a free tuition policy has been questioned 
on several occasions. During the 1963 and 1964 legis- 
lative sessions, for example, bills were introduced to 
establish a deferred tuition program in both four-year 
segments of public higher education. While these 
measures did not see action by either house of the 
Legislature, their introduction is indicative of consid- 
erable serious interest in the possibility of instituting 
fees to cover the costs of instruction in California 
public higher education institutions. (In 1965 simi- 
lar legislation was proposed and referred to the As- 
sembly Committee on Education for interim study 
showing continuance of this interest — see Appendix K 
for text of this measure.) 

In view of this general interest, this report has 
been prepared to examine all aspects of the question 
so that the subject may receive the fullest possible 
consideration. This report seeks to evaluate the con- 
cept of tuition and the value of a policy for its insti- 
tution in terms of certain major questions: For ex- 
ample, has the policy of tuition free education in 
California made higher education financially accessi- 
ble to all who are academically qualified? Has the 
tuition free policy sufficiently motivated young people 
to accept the opportunity of a college education? 
What alternatives are there to a tuition free policy 
to make higher education financially accessible to qual- 
ified college-age youth and to motivate them to attend 
institutions of higher education ? Also, we may ask to 
what extent is the student or his family able to 
finance a larger part of his educational cost and to 
what extent should he pay in terms of the projected 
increase in his earning power stemming from his col- 
lege education? Finally, to what extent does the soci- 
ety and the economy in particular profit from the 
investment in educating young people through the 
resultant effect upon economic growth and through 
additional tax payments made by the college gradu- 
ate throughout his lifetime? 

* Hotter Plan for Higher Education, lttO-71, (Sacramento: 
State Department of Education, 1980), p. 14. 



A variety of sources have been examined to develop 
this report. In particular, emphasis is placed on data 
accumulated from a questionnaire completed by 6,200 
students (or their families) enrolled in a broad sample 
of public and private institutions throughout the 
state. This information was secured as a part of a 
study for the State Scholarship Commission under 
the direction of Edward Sanders and Hans Palmer. 
In addition, the research in the economics of educa- 
tion of Theodore W. Schultz has proven valuable 
as have the analyses of Seymour E. Harris concern- 
ing projected higher education costs and sources of 
financing. 

Attention is centered primarily upon economic and 
financial considerations. This should not be construed 
to indicate that social and cultural considerations are 
less important. There are two reasons for the empha- 
sis given. First, the arguments of protuition advocates 
are couched primarily in terms of financial factors — 
rapidly growing costs of public higher education, lim- 
ited tax resources, excessive tax burdens, and mone- 
tary advantages to the college graduate. Secondly, 
economic and financial aspects have proven the most 
susceptible to measurement and objective analysis. 
Consequently the report focuses attention on research 
findings concerning certain aspects of these economic 
and financial issues. 

By way of further introduction it is useful to first 
review the historical development of today's policies 
and statutory provisions for the University of Cali- 
fornia, the California State Colleges, and the public 
Junior Colleges concerning tuition and other fees for 
both residents and non-residents. 

University of California— Tuition Policies 

On March 23, 1868, the Organic Act establishing 
the University of California was signed by the Gov- 
ernor. Among its provisions was : 

Sec. 14. For the time being, an admission fee 
and rates of tuition, such as the Board of Regents 
shall deem expedient, may be required of each 
pupil, except as herein otherwise provided; and 
as soon as the income of the University shall per- 
mit, admission and tuition shall be free to all resi- 
dents of the state. . . ? 

A major stimulus in preparation and passage of 
the Organic Act of 1868 was the prospect of quali- 
fying for a federal land grant of 150,000 acres under 

• Chap. 244, Stat. of lt«t, p. 264. 



provisions of the Morrill Land-Grant Act of 1862. 
The free tuition principle relates in considerable part 
to the philosophy behind the Act — that of the need 
to provide for democratic accessibility to higher edu- 
cation opportunities and the education of needed 
manpower in the expanding national and state 
economies. 8 

Pursuant to the enabling clause in the Organic Act, 
tuition fees were assessed students upon the opening 
of the University in September 1869. However, three 
months later they were abolished by the Regents who 
later caused to be stated in the Register of the Uni- 
versity of California of 1874: “Tuition in all depart- 
ments of the University except the Medical College 
is absolutely free.” In the 1890’s, the financial con- 
dition of the University became such that the question 
of imposing a tuition fee on residents was re-opened. 
In 1895, a Regents’ committee recommended a tuition 
fee of $25 per year which was rejected by the full 
board. Four years later the question again was con- 
sidered; the Regents this time ordered temporarily 
a fee of $10 each semester. However, Governor Gage 
who had not been able to attend the meeting at which 
this action was taken sought to secure its reversal. 
Reconsideration gave victory to the Governor. 

At the Constitutional Convention of 1879, the Uni- 
versity was raised to the status of a constitutional 
agency of the State by the provisions of Section 9 of 
Article IX of the new California Constitution. 4 This 
section read in part : 

The University of California shall constitute a 
public trust, and its organization and govern- 
ment shall be perpetually continued in the form 
and character prescribed by the organic act cre- 
ating the same . . . 

Thus in effect the Organic Act (by then codified 
within the Political Code of 1872) and the free tuition 
principle were incorporated into the Constitution. 

Further power was granted to the Regents in 1918 
when Section 9 of Article IX of the Constitution was 
amended as follows : 

The University of California shall constitute a 
public trust, to be administered by the existing 
corporation known as ‘The Regents of the Uni- 
versity of California,’ with full powers or organ- 
ization and government, . . . 



The deletion of reference to the Organic Act and 
the grant of. full powers of organization and govern- 
ment to the University had the effect of doing away 
with any need for statutory provisions — the Regents 



*An excellent description of the development of the University 
• of California may -be found in William Ferrler, Origin and 
Development of the Univertitv of California, from which 
material presented In this aectlon hah been taktn. 

4 The statutory history of the free tuition principle is summar- 
ised from correspondence to the Council staff fropi J. E. 
Landon, Office of the General Counsel, University of Cali- 
fornia, September 80 and October.*, 1*64. 



now had the constitutional power to determine all 
matters with respect to admission fees and tuition. 

Nonetheless, neither the Organic Act nor the lan- 
guage in the Political Code was expressly repealed by 
the Legislature at that time. On the Contrary, the free 
tuition principle was carried forward from the Politi- 
cal Code to the new Education Code in 1943 in Sec- 
tions 20001 and 20002 (renumbered in 1959 as 23051 
and 23052). Thus as late as 1960 the Education Code 
provided as follows: 

Sec. 23051. An admission fee and rate of tui- 
tion fixed by the Board of Regents shall be re- 
quired oC each pupil, except as otherwise pro- 

ded. 

Sec. 230."2. When the income of the univer- 
sity permits, admission and tuition shall be free 
to all residents of the State . . . 

In 1961, Assembly Bill 1672 was introduced to 
eliminate obsolete provisions of the Education Code. 
The University decided during the legislative session 
to recommend deletion of additional sections that had 
long appeared to be unconstitutional since the consti- 
tutional. revision of 1918. Section 23052 was among 
those so i :ommended for deletion and was repealed 
by Chapter 626, Statutes of 1961. 

Although the failure to repeal Section 23051 at the 
same time might on its face indicate a change in leg- 
islative intent with respect to the tuition free princi- 
ple, the section was retained — notwithstanding Uni- 
versity doubt as to its constitutionality as well — for 
a reason quite unrelated to the tuition free principle. 
According to the University, Section 23051 together 
•with Sections 23054-7 are counterparts of the Stand- 
ing Orders of the Regents dealing with student out- 
of-state residence classification matters. To quote 
Counsel Landon : 

In our opinion, the Regents’ Standing Orders 
constitute the effective law in the area. But 
printed copies of the Standing Orders are not 
widely disseminated throughout the State and 
country, whereas copies of the California Educa- 
tion Code are available in law libraries across the 
land. In conferring with students, their parents 
and their legal advisors about residence dassifi- • 
cation matters, it is continually necessary for this 
office to refer them to the rule which govern that 
status. And these other provisions of the code 
make it far easier and more practical to accom- 
plish that objective. 1 reiterate, it was for this 
latt * reason that the Regents have not sought 
the repeal of all of the other provisions of Arti- 
cle 2 of Division 17 of Part IV of the Education 
Code. . 

In conclusion, the repeal of Section 23052 and the 
•retention of Section 23051 are not interpreted as af- 



fecting the century-old principle of free tuition for 
University students, si 'ce legislative enactments in 
this field are subordinate to the powers granted to the 
Regents under the constitutional revision of 1918. 

California State Colleges — Tuition Policies 

The subject of tuition free education has received 
considerably less formal attention in the historical de- 
velopment of the California State Colleges than in 
I hat of the University of California. The Organic Act 
establishing the first State College as a State Normal 
School in 1862 in San Francisco, later transferred to 
San Jose, provided in Section 4: 

. . . that all persons applying for admission as 
pupils may be instructed in said school for such 
rates of tuition as the Board of Trustees may de- 
termine. 5 

Subsequently, this tuition concept was perpetuated 
in the Political Code. Among the powers provided the 
Board of Trustees’ of the State Normal School was 
that in Section 489 : 

To control and expend all money appropriated 
for the support and maintenance of the school, 
and all money received for tuition or dona- 
tions . . . 

In 1933 the Legislature passed Chapter 819 amend- 
ing Section 5.21 of the School Code to read: 

The total tuition fees charged any such stu- 
dent shall not exceed twenty-five dollars per 
year or twelve dollars and fifty cents per semes- 
ter .. . 

This section has gone .-through several renumberings 
and now is included within Section 23753 of the Ed- 
ucation Code. 

Although the statutory history of the tuition con- 
cept in the California State Colleges is clear, the his- 
tory of the tuition fee itself is somewhat clouded. Ac- 
cording to a report prepared by the Chancellor’s Of- 
fice in January 1964 : 

Prior to 1933 the students were charged a $3 
registration fee plus various course fees. The 
course fees were originally established to provide 
funds to meet specific costs in individual courses 
. . . Fees varied from $ r or more for a chemistry 
laboratory course down to 25c for a syllabus in 
another course ... By 1940 the colleges were col- 
lecting as many as 100 to 125 such individual 
fees ... In 1942, individual course fees were 
dropped and a Materials and Service Fee of $12 
per year was adopted. During the period from 
1933 to 1953 the Registration Fee had been elim- 
inated and a Tuition Fee eame -nto usage. 

By 1953 the Tuition Fee amounted to $13 per 
year and the Materials and Service Fee was set 

» Chap. 347, Stat of 1862. 



at $17 per year. These two fees amounted to $30 
per year. 

In 1954, the Tuition Fee was dropped and the 
Materials and Service Fee was increased to $40 
per year. The Director of Education identified 
the $40 Materials and Service Fee to include the 
original Tuition Fee of $13 ; Materials and Serv- 
ice Fee $22; Placement Fee $1; Evaluation Fee 
$2; and a Health Fee of $2 ... . 

Statutory authorization for a tuition fee has per- 
sisted throughout the first century of existence of the 
State Colleges. Presumably, the $3 registration fee 
and the individual course fees were conceived under 
this authorization. Moreover, a “tuition fee” did ex- 
ist from 1933 through 1953. Although this fee was 
absorbed within the materials and service fee in 1954, 
statutory recognition of the tuition fee concept con- 
tinues to exist in the Education Code. 

Junior Colleges — Tuition Policies 

The philosophy of tuition free education in the 
Junior Colleges has been firmly established. In large 
part resulting from the philosophy of free education 
applied to elementary and secondary education, fees 
for non-instructional costs are only now beginning to 
be applied in California public Junior Colleges for 
such limited purposes as health services and parking. 
It can be clearly said that to date little if any effort 
has been made to impose tuition fees 0 upon students 
who are California residents attending Junior Col- 
leges. 

Non-Resident Tuition and Non-lnstructional 
Fee and Charges 

Although residents of California have benefited 
from the absence of a tuition fee at the University 
and the Junior Colleges and the existence of a some- 
time nominal tuition fee at the State Colleges, out-of- 
state students have been subjected to a tuition fee for 
a number of years in the two, four-year segments of 
puplic higher education and recently in the Junior 
College segment. 

The Junior Colleges were granted local option au- 
thority to charge out-of-state tuition in 1959 but sub- 
sequent legislation directed the Board of Education 
to place all on the same non-resident tuition basis; 
the rate for 1964-65 was $306 per year — for 1965-66, 
$309. Pursuant to a recommendation of the Master 
Plan, the other two segments have aligned their non- 
resident tuition fie with the cost of “teaching ex- 
pense”. For 1964-65, the University fee was set 
at $600 per year and the State College fee was 
set at $500 per year for out-of-state students and at 
$255 per year for foreign students. As a by-product 

• Possible confusion may arise from the "out-of -district tuition” 
assessed to cover the cost of education of non-district resi- 
dent students. Such payments are not assessed students, but 
are assessed the area of residence tax collecting authority. 



9 



of the California Public Higher Education Cost and 
Statistical Analysis, the cost of “teaching expense ’ ’ 
has been recomputed for all three public segments 
and revisions in the non-resident tuition fee levels for 
1965-66 for the two four-year segments have been rec- 
ommended. 7 

Both resident and out-of-state students in the Uni- 
versity and the State Colleges are assessed fees to 
cover operating costs of certain services incidental to, 
but not directly related to, instruction and are di- 
rectly charged for their use of ancillary services of 
auxiliary enterprises. The level of fees and charges 
for these services has been the subject of recent Coun- 

* CCHE, Non-Resident Tuition Level s in California Public Higher 
Education, (#65-5B), March 30, 1965, (mimeo). 



cil study. 8 At that time, the Council reaffirmed and 
amplified Master Plan recommendations that stu- 
dents should assume greater responsibility for financ- 
ing their education by paying fees sufficient to cover 
the operating costs of services not directly related to 
instruction and by paying charges sufficient to enable 
ancillary services and facilities to be fully self -liqui- 
dating. The current level of the incidental fee at the 
University is $220 per year; the materials and serv- 
ice fee at the State Colleges is $76 per year. Legis- 
lation at the 1964 General Session authorized the Jun- 
ior Colleges to assess similar fees for the first time. 

* CCHE, Financing of Additional Auxiliary Enterprise Facilities 
on State College and University Campuses, (#64-9), Sep- 
tember 24, 1963, (mimeo). 



SECTION I 



BENEFITS OF HIGHER EDUCATION 



That education is of economic and cultural benefit 
to the individual is an axiom which on the surface 
few would doubt. However, estimates of the degree 
to which higher education produces these benefits re- 
main controversial. Only recently have senous, schol- 
arly attempts been made to define and distinguish the 
elements contributed to the society by education and 
to place in perspective the economic as well as the 
broad cultural values of formal education. 

Drawing in large part from recent research, the 
following discusses the benefits of higher education to 
the student and the State from several aspects and 
viewpoints. The discussion is primarily in terms of 
the benefit to the student and of the benefit of the 
educated citizen to the society although it should be 
recognized that the higher education “industry” as 
an establishment also has a major influence upon the 
general progress and economic well-being of the nation 
and of California in particular. 

BENEFITS TO THE STATE 

Higher education may enhance organized society in 
four ways: politically, socially, culturally, and eco- 
nomically. Obviously these are interdependent rather 
than mutually exclusive categories. Nevertheless they 
may serve as general classifications for assessing spe- 
cific influences of higher education. 

The Polity 

A democracy demands of its citizens an aware- 
ness of the problems that confront their society. Its 
political institutions are grounded in the belief that 
the electorate will be interested and intelligent enough 
to make reasonable and informed decisions on matters 
of general and pressing importance. California is per- 
haps more committed to this philosophy than are 
many states because of widespread use of the initia- 
tive and the referendum to determine public policy. 
Nearly every state election finds the electorate voting 
on a number of prepositions which are decided by leg- 
islatures in many other states. 

The phenomenal growth of California since 1945 
has generated extremely complex problems, the solu- 
tion for which ingenuity, intelligence, knowledge, and 
vision are demanded. To the extent that solutions are 
proposed through initiative or referendum, the pro- 
gress of the state will be determined by the wisdom 
of its electorate. An increased percentage of college 
educated citizens can contribute to wise solutions to 
problems of growth as they vote and, in many in- 



stances, participate directly in the governance of the 
state. 

Social Mobility 

Throughout its history, this country has maintained 
the belief that the worth of an individual would result 
from his own efforts — that everyone had the right to 
try to better himself. The heroes of Horatio Alger’s 
works symbolized the universal image of success and 
of social acceptance through personal efforts and 
hard work. 

A society grows in strength and richness when men 
who aspire to reach new economic and social levels can 
find means of doing so. When social classes become 
rigid and social mobility disappears, society stagnates 
and becomes unproductive. Over the years, the charac- 
teristics of work have changed, placing more complex 
demands upon workers who desire to better them- 
selves. Today, education is essential to upward mobil- 
ity in positions in business and industry ; and success 
at work is essential to upward movement in society. 

Yet it is only a recent development that higher 
education has become the major vehicle to upward 
mobility. While a high school education is still an 
important determinant of social advancement in cer- 
tain social and economic milieus, the complexity of 
modern industry has made high school education 
inadequate for professional and managerial positions. 
The premium jobs are now given to college graduates 
and class lines are now being based upon the possession 
or non-possession of a college diploma. 

This situation makes the availability of a college 
education to all levels an important public policy issue 
if social mobility is to be encouraged. The civil rights 
movement, now focusing on an equal employment 
policy for semi-skilled and skilled labor, will soon be 
turning its attention towards higher education, and it 
is the responsibility of the society at this time to 
prepare for the coming surge of students from these 
minority groups. There can be great benefit to society 
in providing accessible and adequate higher educa- 
tion opportunities for all individuals to reach their 
full potential. 

Cultural Advancement 

Early American higher education, grounded as it 
was in the Puritan philosophy, could hardly be con- 
sidered as a strong and active supporter of the arts. 
Higher education was rather a guardian of the status 
quo, a protector of cherished traditions, and a con- 
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tributor primarily to the professions. During the pe- 
riod of growth of the university, higher education 
was the training ground for American business, with 
greater emphasis placed upon conformity rather than 
upon individuality. 

While elements of both the Puritan and pragmatic 
philosophies of education still exist, today’s college in- 
stitution places emphasis upon research, upon humane 
pursuits, and upon esthetic achievements. The con- 
vergence of all types of artists, writers, musicians, 
performers, and critics upon institutions of higher ed- 
ucation provides opportunities for interchange of 
ideas and for consequent instructional enrichment of 
each fine art form. Higher education increases both 
the number of amateur and professional performing 
artists and the number of people who patronize them, 
while raising both groups to ever higher levels of ar- 
tistic skill and esthetic sensitivity. 

The Economy 

In contrast to the three previously mentioned cate- 
gories into which the benefits of higher education may 
be cast, the economic benefits of education are much 
more susceptible to measurement. A considerable body 
of literature has become available within the past five 
years presenting the research efforts and findings of 
economists. These research findings are of direct ap- 
plication to the subject at hand. In conducting a re- 
view of this literature, the intent has been to measure 
the economic benefits to society arising from the col- 
lege-educated population so as to compare these with 
the financial gain accruing directly to college-edu- 
cated persons by virtue of their education. Through 
this comparison, we can better approach the question 
as to how to most equitably distribute the costs of 
education between society and the student. 

Capital Formation by Education. According to 
Professor Theodore W. Schultz: 

Although it is obvious that people acquire use- 
ful skills and knowledge, it is not obvious that 
these skills and knowledge are a form of capital, 
that it has grown in Western societies at a much 
faster rate than conventional (nonhuman) capi- 
tal, and that its growth may well be the most 
distinctive feature of the economic system. 1 

Investment in schooling, of course, is the major 
source of human capital. As an investment in capital 
formation, moreover, education has a variety of fea- 
tures. For example, the educational establishment dis- 
covers and cultivates potential talent. It is thus 
closely analogous to resource development. It is well 
known that it pays to invest in oil exploration and 
in the improvement of extraction techniques. Fertili- 
zation and irrigation contribute to the economic value 

1 "Investment in Human Capital”, The American Economic Re- 
view, March 1961, p. 1. 



of land. Similarly, it “pays” to have a system that is 
organized to discover human talent and to develop it. 

Another feature of schooling is that it increases the 
capability of people to adjust to changes in job op- 
portunities associated with economic growth and de- 
cline. Thus human capital is uniquely mobile as com- 
pared with most physical capital. An obvious illus- 
tration is the large movement of people out 'of agri- 
culture, made necessary because of the rapid vise in 
the productivity of labor in farming and because of 
the slower increase in the demand for farm products. 

In recent years, economists have turned their atten- 
tion to ways of measuring the stock of capital formed 
by education. They have found that there are some 
questions about the behavior of an economy where 
the concept of human capital is essential in gaining 
answers. Chief among these is the riddle of economic 
growth. The role of education in economic growth, 
however, requires first an appreciation of its growth 
as capital. 

Technically, the most useful measure of the mag- 
nitude of human investment has been found to be the 
cost of production (or reproduction) of human capi- 
tal — the same method followed in measuring physi- 
cal capital goods. Althou, considerable literature has 
been developed on the techniques to be used — and 
the factors appropriate for inclusion or exclusion — 
in measuring the stock of educational capital, a com- 
putation by Schultz in 1961 still stands as a land- 
mark in the field. (The major steps and elements of 
his computation are summarized in Appendix A.) Dr. 
Schultz found that the educational stock of the labor 
force increased in size from $63 billion in 1900 to 
$535 billion in 1957 in 1956 prices (see Table 6, Ap- 
pendix A). In comparison, the stock of reproducible 
nonhuman wealth (producer capital) increased from 
$282 billion in 1900 to $1,270 billion in 1957 again 
in 1956 prices. From another perspective, the stock 
of reproducible tangible wealth increased between 
1930 and 1957 by $25.5 billion per year, an annual 
growth rate of 2.01%. In contrast, the eduational cap- 
ital in the labor force increased by $21.9 billion per 
year, an annual growth rate of 4.09%. The key to 
this dramatic growth is the increase in the amount 
and level of education of each member of the labor 
force as indicated in Table A. 



TABLE A 



Years el Schooling Completed per Member el the Labor Force 


Type of Schooling 


1900 


195 7 


Increase 


Elementary School 


3.44 


7.52 


219% 


High School 


.56 


2.44 


439% 


College and University 


.15 


.64 


435% 



Economic Growth. Economic growth is the in- 
crease in national product, measured in constant dol- 
lars. Heretofore, emphasis in the analysis of economic 
growth has involved the study of the conventional fac- 
tors of production — land, labor and physical capital 
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(structures, producer equipment and inventories). Yet 
growth in these factors has not been sufficient to ex- 
plain economic growth. For example, the national in- 
come has been increasing at a much higher rate than 
the combined amount of land, man-hours worked and 
the stock of reproducible capital used in producing 
income. Also, the substantial increase in real earnings 
of workers has remained largely unexplained. 

The best clues for further study have been the im- 
provements in the quality of men and machines and 
in economies of scale. Currently, the contributions 
of university research to science and technology are 
being examined to discover the extent to which they 
are a source of economic growth. The effect of 
schooling upon the productivity of human effort is 
also believed to be a major source of economic growth. 
Both Edward F. Denison and Theodore Schultz have 
made estimates of the proportion of national eco- 
nomic growth that can be attributed to schooling. 

Denison estimates that 21% of the economic growth 
of the United States between 1929 and 1957 is attrib- 
utable to schooling. 2 Schultz’ estimate of a year earlier 
supports Denison and is based upon the computation 
of educational capital formation summarized above. 
As shown in Appendix A, Table 7, the increase in 
educational capital of $286 billion between 1929 and 
1956 that was created by the increase in amount and 
level of schooling per member of the labor force ac- 
counted for an increase in national income of at a 
minimum, $25.7 billion. 

Two qualifications to these estimates deserve spe- 
cial mentic u at this point. First, the approach used 
allocates all of the costs of education to investment 
in capital and none to present or future consumption. 
From this standpoint, the rate of return is conserv- 
atively estimated, for once a part of the cost of school- 
ing is charged to consumption, the financial gain in- 
creases as a percentage of investment cost. However, 
there is no way of estimating the proportion of bene- 
fits of schooling that should be distributed among (1) 
present consumption (present well-being; e.g., college 
life, cultural participation, etc.), (2) future consump- 
tion (e.g., enduring refinement of taste, intellectual 
reinforcement of moral values, etc.) and (3) producer 
capability (investment in skills and knowledge which 
enhance future earnings). In practice, much of the 
future consumption benefits of schooling are “cap- 
tured” by others in that a person’s schooling presum- 
ably improves the well-being of his neighbors, his 
employer and co-workers and are generally diffused 
in society. 3 Also, the three types of benefits appear 

t For details and assumptions, refer to Denison’s The Sources of 
Economic Growth in the United State* and the Alternative 8 
Before U * (New York: Committee for Economic Develop- 
ment, 1962). 

•Burton A, Weisbrod has focused economic analysis upon the 
contributions of education to consumption benefits, distin- 
guishing between those to the student only and those cap- 
tured by others in the community, in "Education and the 
Investment in Human Capital**, Journal of Political Econ - 
omy (supplement), October, 1962. 



to overlap considerably, with one possible set of ex- 
ceptions. Schultz states that : 

In the United States presently, specific advanced 
schooling, that is, in law, agriculture, business, en- 
gineering, medicine, dentistry, nutrition, and tech- 
nology, entails relatively little consumption and 
only a few of the benefits are captured by others. 
These classes are predominantly investments in pro- 
ductive capabilities that affect earnings and ac- 
crue to the persons who acquire the schooling. 4 

The second qualification involves the arithmetic of 
schooling and economic growth. Schooling is a source 
of economic growth only as its stock increases, as is 
true for capital generally. Once a country attains a 
high level of schooling, although it would undoubt- 
edly require much schooling to maintain it and the 
annual investment would be large, schooling would 
obviously no longer be a source of economic growth. 
Moreover, as schooling increases, the composition of 
its growth assumes economic importance as illus- 
trated by Table B constructed from computations of 
Schultz : 

TAKE I 

Fwtvr* Capital larmtiait Pmpacti in Mwcntlnn 



Years of Cost of Aiding 
Schooling per Each Year 

Type of Member of Labor of Schooling Rate of 

Schooling Force in 1957 (1956 prices) Return 

Elementary 7.52 $280 35% 

High School 2.44 $1,420 10% 

College 0.64 $3,300 11% 



Although an elementary school education is the 
most economical and effective investment, little fu- 
ture economic growth arising from an increase in 
years of schooling per person is possible at this level. 
Education expansion at the high school and college 
levels offers considerable opportunity for growth yet 
at approximately the same rate of return for each. 

To return to the historical comparisons by Deni- 
son, the contribution of schooling to growth between 
1909 and 1929 was a little more than one half of that 
between 1929 and 1957. The projected 1960-80 growth 
from this source is a little less than that between 1929 
and 1957. 5 Schultz believes that in the longer run it 
is impossible to maintain the rate of increase in the 
amount of schooling achieved during recent dec- 
ades. 6 Between 1909 and 1929, material capital con- 
tributed to growth almost twice that of schooling, but 
between 1929 and 1957, the contribution of schooling 
exceeded that of material capital. 

Supply and Demand for Human Capital. Richard 

S. Eckaus poses the question : 

Is our rate of investment in human capital ade- 
quate if we want to accelerate our rate of economic 

* The Economic Value of Education (New York: Columbia Uni- 
versity Press, 1963), pp. 57-58. 

8 As inferred from Denison, op. cit . 

8 The Economic Value of Education, p. 45. # 
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